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J.S. Could Run Out of Cash by June I,
Yellen Warns

President Biden said he would meet with lawmakers on May 9 to
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discuss ways to avoid a default.
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The base point

“historically, interest rates lower than growth rates have

been more the rule than the exception, making the issue
of what debt policy should be under this configuration

of more than temporary interest.”
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«, = (10 — average maturity in years)/9.
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2y €, = W—-K-D; C, = RK+D,

3) (1 —=pP)U(Cy) = BRU'(GC,).

(4> dU = [-(1-3)U'(C)) + BU'(Cy)|dD + |(1 — B)U'(C,)dW + BKU'(C,)dR|.
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U, = (1 - B)U(C,) + BEU(Cs141)-
Ci W, — K, —D; Cyy = R ([ K+D.
(7 dU, = [-(1 = PB)U(Cy,) + BEU'(Cyyyy)|dD

+ [(1 = BU(C,,) aW, + BK,E[U(Cy 1) dR,, ]|

(8) dU, = (1 —R{;]”EU’(CE,H dD.

(9) dUy = [.3(1/-@)&]5

(11) signdU = sign[(l - ERfER)]. ;q?iu;:;%ﬁ;—ﬁﬁ nN=1%
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5 Profit over capital at replacement cost
it over market value
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